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KEY ECONOMIC INDICATORS 


1973 72/73 
(Prelim) % change 


Income, Production, Employment 


GNP at Current Prices 3,973.0 
Per Capita GNP at Current Prices 

(in US$) 1,806.0 
Manufacturing 955.3 
Construction 246.7 
Plant & Equipment Investment 566.6 
Avg. Index of Industrial Production 

(1970 = 100) 152.2 
Avg. Industrial Wages (in US$ per week) ‘ 21.8 
Work Force (in thousands of laborers) 818 
Avg. Unemployment (%) 4.5 


Money and Prices 


Money supply 

Bank Deposits 

Prime Interest Rate (%) 

Avg. Retail Price Index 
(April/May 1960=100) 


Balance of Payments and Trade 


Gold & Foreign Exchange Reserves 2,292.2 15.7 
Balance of Payments (Surplus) 134.0 -42.7 
Balance of Trade -1,448.2 - 6.4 
Exports, FOB (excl. Indonesia) 3,577.0 44.8 
U.S. Share 608.6 59.7 
Imports, CIF (excl. Indonesia) 5,025.3 31.0 
U.S. Share 757.3 40.7 
Ship Arrivals (over 75 NRT) 18,790 0.9 
Cargo Handled (million freight tons) 62.3 9.1 


Main Imports from U.S. for 1973 


Electric machinery (166.0); industrial machinery (93.8); aircraft 
(80.5); machines non-electric (61.7); power generators (33.2); 

motor vehicles (16.8); fertilizer (14.7); plastic material (14.3); 
rice (13.3); telecommunication apparatus (12.7); electric generators 
(12.1); office machines (11.7); chemical products (11.5); scientific 
instruments (11.1); ships and boats (11.1). 


All values are in million US dollars unless otherwise noted. 
Percentage changes are calculated in local currency. 


Exchange rate for 1973: US$1.00 = S$$2.49 
Exchange rate for 1972: US$1.00 $$2.79 





SUMMARY 


Singapore's economy remained bouyant in 1973, despite 
international monetary uncertainty, commodity shortages 
and the oil crisis. After allowing for inflation, GNP 
grew by a healthy 11 percent as the manufacturing, tourism 
and financial sectors expanded, Trade increased and 
reserves remained adequate. Singapore's large refining 
capacity assurred that domestic industry did not suffer 
from the oil crisis. Only rapid inflation marred the 
economic picture. Fueled by focd shortages, commodity 
scarcity and petroleum costs, rising prices sent the 
cost of living up by 22.9 percent over 1972. Even after 
nation-wide pay increases, real wages declined for many. 


Barring a serious drop in world trade or a recession in 

the United States or Europe, Singapore should do well in 
1974. Growth, may be at the 10 percent rather than the 

15 percent level of recent years, but growth will occur. 
Regional economic activity will increase, am investment 

will continue to flow into Singapore. Investment will 

be in higher technology industries requiring greater labor 
skills. As a result of this and the increased price competi- 
tiveness of U.S. goods under present exchange rates, U.S. 
exporters should find an expanding market for their wares. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Confidence after an Uncertain Year 


Despite the oil crisis, international monetary instability, 
and food, labor and commodity shortages, the Singapore 
economy grew by 11 percent in real terms last year. 
Although this is down from the near 15 percent growth of 
the last five years, it is still respectable by any 
standard. With this performance and its past successes in 
overcoming adversities, the Singapore Government is increasingly 
confident that Singapore's highly dependent economy can 
weather almost any storm. While 1973 brought Singapore 
rapid inflation for the first time since independence, it 
also heralded healthy increases in most sectors of the 
economy. 


Led by the petroleum, electronics and shipbuilding industries, 
manufacturing increased by 17 percent in real terms in 

1973, reaching $995 million. It continued to be the 

leading growth sector of the economy, and accounted for 

26 percent of Gross Domestic Product by the end of the 

year. Especially pleasing to Singaporeans was the growth 

of domestic exports. Over 45 percent of all manufactured 
goods were exported. 


The tourist industry enjoyed a good year in 1973. For 
the first time, one million tourists visited Singapore in 
a single year. This increase boosted tourist earnings, 
which rose almost 30 percent over 1972 to $212 million. 
The next goal of Singapore's tourist promoters is to 
lengthen the average stay of their visitors. To do this, 
an island off the southern coast, recently connected to 
Singapore by cable car, is being developed into a "get 
away from it all" holiday resort. 


In 1973, the Singapore financial sector increased its 
sophistication by adding 11 new banks, bringing the total 

to 54. In addition, 17 merchant banks and three discount 
houses were operating in Singapore by the end of the year. 
Total assets of banks increased by 31 percent while deposits 
grew by 22 percent to $2.3 billion. The Asian Dollar Market, 
in its fifth year, burgeoned to over $6 billion. The 
Government helped this development during 1973 by reducing 
from 40 percent to 10 percent the corporate tax on income 
from off-shore loans, by exempting from tax the interest 





received on Asian Dollar bonds issued in Singapore, am by 
waiving the stamp duty..on Asian Dollar bond certificates 
channeled through merchant banks. Exchange controls for 
Singapore citizens were also liberalized so that they could 
invest to a specified limit in the Asian Dollar Market. 
Other steps are to be expected in 1974 as the Monetary 
Authority looks for ways to increase Singapore's status 

as a regional finance center. 


The construction sector, faced with shortages of building 
materials and labor, declined in real terms during the year. 
It still constituted 6.7 percent of GNP in 1973, however. 
Its problems were not of inactivity, but of over-demand. 

The building industry is healthy and with continued demand 
for government subsidized housing, middle-income housing, 
and office space, it should remain so. 


Singapore's trade with the rest of the world increased by 

a record 36.9 percent in 1973. Exports jumped to $3.6 
billion and imports soared to $5 billion. Both of these 
exclude the unpublished Indonesian trade. Although much of 
the increase could be explained by inflation in general 

and rising commodity prices in particular, the actual volume 
of cargo went up during the year. For the first time in 
many years, entrepot trade rose as a percentage of GNP. 
Cargo discharged and loaded increased by 9.1 percent, from 
57 to 62 million freight tons. This was brought by the 
18,790 vessels which cleared the Port of Singapore during 
the year, an increase even though shipping speeds and 
frequencies were cut by the worldwide fuel situation. 


Inflation and Wages 


After more than a decade of price stability, inflation 
caught up with Singapore in 1973. The Consumer Price 
Index, an outdated (but largely accurate for the lower 
paid) measure, rose 32 percent during the year and averaged 
22.9 percent above 1972. Shocked Singaporeans looked for 
and found suitable scapegoats in local profiteers and specu- 
lators. However, most were quick to admit that spiralling 
food and commodity prices were largely beyond Singapore's 
control. Since it imports almost everything it consumes, 
Singapore found it impossible to insulate itself from the 
effects of worldwide inflation. 


With prices rising, worker's thoughts naturally turned to 
wages. Since 1968, labor had voluntarily restrained wage 





increases in an effort to attract foreign investment. 

In 1972, the Government first began to reward them for 
this restraint and approved a nation-wide 8 percent pay 
boost recommended by the tripartite National Wages Council. 
This was followed by a 9 percent wage hike in May 1973. 

By mid-1973, however, inflation had devoured both of 

these increases. In response, the Government and the 

NWC approved a S$25 raise for each worker earning under 
S$1,000 per month in early 1974. Further increases were 
promised for July, 1974. While it was generally agreed 
that the average worker needed these increments to keep 

up with the crippling effects of inflation, it was also 
recognized that too large an increase could make Singapore 
unattractive to previous and potential investors. For 

the near future, industrial wages will probably keep 

even with or lag slightly behind rises in the cost of 
living. 


Singapore and the Oil Crisis 


Singapore's main concern during the oil crisis was that 

a recession in the industrialized countries, particularly 
Japan, might result, causing a halt in new investment and 

a general economic slowdown in the small Republic. Since 
Singapore is one of the largest refining complexes in the 
world, it did not have to fear inadequate fuel supplies 

for its domestic economy. Nevertheless, it urged voluntary 
fuel restraint, and decreases in fuel consumption averaged 
10-15 percent for the months of December-February. Singapore's 
refineries were able to honor contracts for bunkering fuel 

and for shipment of refined petroleum to neighboring countries 
although the quantities supplied were necessarily reduced 

to correspond with the decrease in the input of crude oil. 
Economic disruptions in the region which could effect 
Singapore were thus minimized. 


With the embargo over and fuel now available, the problem 
is increased prices. In this respect, Singapore is in a 
fairly good position. A favorable balance of payments 
will allow it to purchase the petroleum it requires for 
domestic consumption. The enormous price increases of 
crude oil purchased by Singapore refineries will simply 
be passed on. In fact, while not compensating for the 
higher fuel rates, increased regional oil exploration, 
stimulated by the crisis, will be of benefit to Singapore. 





Manpower and Investment 


A shortage of labor in some sections of the economy persisted 
in 1973. The problem was particularly acute in the construc- 
tion industry, but complaints of inability to find accountants, 
middle management personnel, and some other trained employees 
were also heard. Foreign laborers now account for approxi- 
mately 20 percent of Singapore's workforce. Consequently, 
instead of greeting the creation of 50,000 additional jobs 

in 1973 with joy, Government officials had mixed reactions. 

A higher participation rate for Singaporeans has been urged 
and has occurred, but increased dependence on foreign labor 
will continue for the near future. 


Neither the labor shortage nor the relatively higher wage 

rates of Singapore, when compared to other Southeast Asian 
countries, have halted the flow of foreign investment into 
Singapore. Although investment declined from 31.5 percent 

to 28.8 percent of the GNP in 1973, this does not appear to 

be a trend. The government announced that foreign investment 
commitments totalled $242 million at the end of 1973, up from 
$91 million in 1972. Just as Singapore planned, most of this 

is to be in the technologically advanced fields of petroleum, 
petrochemical, and chemical products, metal products, mechanical 
engineering, and professional, scientific and precision equipment. 


IMPLICATIONS FOR THE UNITED STATES 


Investment Climate 


Singapore actively entices foreign investment in export-oriented, 
middle-and high-technology industries. Areas of particular 
interest include petrochemicals, shipbuilding, metal working 
and percision engineering. U.S. companies in these categories 
will find a warm reception. Proposals by firms bringing low 
technology, but with plans to upgrade their technology, are 

also of interest to the Government. 


The Market 


In 1973, Singapore imported US §5,025.3 million worth of goods. 
U.S. imports accounted for 15.1 percent of this market and 
totalled US$757.3 million. Most of these were either reexported 
or related to Singapore's expanding manufacturing sector. 





Economic Trends 
ET 74-053 


Re-exports go mainly to Indonesia and Malaysia. Spurred 
by the search for oil and the harvesting of tropical 
hardwoods in these countries, the demand for heavy earth- 
moving, materials-handling and oil rig equipment will 
continue to increase. 


In Singapore, U.S. products are now competitive in most 
fields. Helped by a labor shortage and the introduction 
of increasingly capital-intensive industries as a result 
of the Government's "quality not quantity" policy, the 
market for more sophisticated construction machinery» 
office equipment, computer wares and labor-saving devices 
should grow. This new competitiveness, combined with 
changing tastes and increasing pay checks for more 
affluent Singaporeans, should make many U.S. consumer 
goods attractive in this expanding market. 
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